By JOAN E. BOLYARD

International Travel and Passenger Fares, 1970-79

CAPPING i decade of substnntial
growth in T.5. international travel
toable 1), U8, travel and passemger
{are poayments in 1979 totaled $12.5

Thie artiela reviews oxpanditures of
U8, residents traveling abrond and
expenditures of forcign resdents visitlog
the TUnited States. These expendituras
conglst of the travel necounts ond part of
the passenger fare accounts that apponr
in tha U5 intemational transnetians
mocounts, Thay do nof vover TS5, car-
rlers receipts for transporting forcign
regldonte befween forcign points, ba-
ciuse these Teceipts do bot involve
trovel to sod from the Tnited Stakes;
these receipts nre included in the pos-
genger (ore acoount In line 5 of tables 1,
2, and 10 of the gquarterly presentation
of T.E  intewmationgl tronsactions,
Travel expenditures 4o vcover passenger
fores paid by WS, trovelers to TS,
trensocennio norrars, which ore on im-
purtant part of totel cxpondlbares by
1.5, travelers; theee fares do not enter
into the U.B. interoational transoctions
aecounts.

Travel aecount poyments include ex-
panditures in foreign countries by TEE
vigitors for foad, ledging, entertaipmant,
traneporintion purchnsed pbrond, anel
ather exnenses incidsntal to o foreign
vigif, Brclrded are axpenditures by TFH,
military and ather Gavecnment par-
goungl statiomed abromd, by their
dopenderts, and by TLE. citizens resid-
ing abroad. Paymentz to [ercign
trunsoconnic  cartiers and  shipboard
expenditures are included in the pos-
eanpar fore neconnt. Bhore axpenditures
al crulge possopgers are Ineludod in
trovel poyments.

Trovel Rocorat receipis include ex-
pendituras fn the United States by
foreignora on  Lusiness, pleasurs, and
study trips, and by those in tromeit for
sorvices similar to those indicsied for
paymeanta. Raceipts of ULE. trnsoecanie
carriers from foreigners are inaluded In
the passenger Mo accownt,
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killion, and U.8. travel and passspger
{are receiptz were $10.0 billion. Since
1870, travel and passenger lnre pry-
ments more than doubled, sn average
yeorly incresse of 10 percent. Travel
ond passenger {are roceipte mors than
tripled, an average yeardy incrense of
16 percent. This nrticle examines major
developments in the grewth, composi-
tion, nnd meen distribution of interna-
fional traval payments and recsipts in
1970--72 (chart §).

herceas trovel

Truvel oversens is raviewsd separately
lroma teaval neroge the Mexieon and
Canodian bordere beeanse expenditure
pntterns of oversens truvelers nnd their
relntion te worldwide economie eon-
ditions differ from those ol croes-horder
travelars, Clvargans travel character-
igtieally involves longor siays and hivher
trangpartation eosts than cross-border
travel because of the Trentsr clistances
involved. The availnbility of asuto
grnvel to Maxico and Canada eliminates
expendifures for some passenger [ares:
short-term trips, lor shopping o per-
sonnl business, are quite common. Al-
though passenger (nres are included in
Mexiean and Cinodian trovel ssti-
mates, they wre nel separntely identifi-
able; separate estimates [or overseus
pnssenger fares are avallable in most
coses,

Passenger fores—Total pnssenger
fares paid by U.B. travelers oversans to
0.5 flag and forsign flne carriers more
than doubled ovar the decnde. to $5.2
hillion in 1978, an avernze yenrly in-
crense of 10 percent. The rise wns
equnlly due Lo increnses in the number
of LS. wavelera overseas nnd te hisher
lares. (See accompnnying Gabulation.}
TForeign flag cririers’ sheve of total pas-
sengec [mres paid by U8, travelers rose

[rom G5 percent in 1970 to 84 percent l.
in 1978, but declined te B0 percent in
1974.
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1.8, flag carriars receivad $1.7 hillion [
in 197¢ for passenger Taves from foreign
visitors traveling to and from the 1
United States, more then four times
1970 receipts. The sverage yearly in-*
crease waos 19 p-alc&nt

Patroleum priee incragses and nhnnges
in reguiations affecting charter flights’
and nir Tare pricing were majer fuctors,,
influencing the eourse of average fares
paid to airlines hy TS, travelers. (Faves -
paid fo aidings ncoonnt for virtually
the entire cost of oversens hransporto-
tion.) Shoarp petroleum price increases
in 1978 onad 1079 resulted in highey
operating costs. In the United Stoates,
the increased costs were mestly possed !
through te fravelers, resnlting inaverpge
fare increnses of 19 percent per year in
1974=78 wnul 10 percent in 1979,

Lalo in 1975, the Civil Aercnautics,
Board nuthorized the sale to individuals
of senis on cherter fights previously
available only to members of n relatenl
sroup of o minimum sisze. A year later,
nnother ruling further liberalized chorter™
bovking regulations. Charter flights |
inerensed comsiderably, especially to
Europe. Duving 197677, choarters
carried 27 percont of LS, travelers Eo
Emrope, up from 18 percent in pravious
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¢ years. During pesk summer Crovel
the proportion was aven
ereater. Beginning in 1878, deregulation

*4 of T3, pifdines allowed scheduled air-

. lines greater flaxibility in fare pricing.
This flexibility, along with competition
* from charter air carriers end the new
» Laker Ajrways Skytrain, brought about
wide-spread intreduction of discounts
* on scheduled tronsatlantic flights. As
. i rasolt, scheduled] aidines recaptured &
lorgs share of the market. During 1975~
79, chorters carried 15 percent of U.5.
» travelers 1o Europe, the emellest propor-
tion of the decade.

Throughcut  the decade, TS,
travelors’ possenger fore payments have
been roughly equal to the amount they
gpent for trovel wibthin countries over-
seas. Becouse fores nccount for such o
large part of ¢ha total cost of an overseas

“trip, chomges in them ownd associated
-. provisions regarding time spent over-
sanz apd stopovers arve important in
oversens travel decisions—whether to
. ro, how long to stay, end how mony
countries to visit. The importance of
fares was portisularly evident in 1974
75 when thelr inerense, together with
v devalued dollar and high rates of
inflation abroad, substantinily decransad
the number of U.S. travelerz oversans.
In 1977-78, thesmall incresss in evernps
fares partly offsat rising foreign priees
and depreciation of the doliar, In 1879,
ghorply higher fares, togsther with high
inflation retes obhroad, limited the in-
crease m the number of U.5. travelers
DVErsans,
' Travel—Expenditures of TIS.
. travelars oversens toteled $5.4 billien in
1979, an averape yenrly increase of 11

SURVEY OF CURRENT BUSINESS

pereent {table 2). Receipis from over-
sens wisitors in the United Stotes
inecrepsed on overnge 20 percent and
totaled $4.4 hillion in 1979 (iable 3).
For beth travel payments and receipts,
the growth of the number of travelers
pnd their average expenditures varied
during the decode in response to the
¢hanges in oir fares, exchange rafe
fluctyations, and economic conditions
in the United States ond abrond (table
4 and cheré 7).

I870-783—Recovery in the United
Jiates from ¢ mild slowdoewn in 1989-70
sod continued economic growth gver-
sens stimulated teavel te and from the
Tinited SBtates in 1971-73%. Mest of the
increase in both payments and receipts
raflectad o stepup in the number of
trovelers, rother thon on incrense in
their nverige expenditures, A 20-percent
Jdecline in the value of the dollar during
the period apparently did little to slow
the increase in .5, travelers overseas,
even though it substintially incressed
oversens travel costs. However, the
decline spurred sharp inereases in
the pumber of overseas visiters to
the United Seates.

For 1970-73, U1.S. travet sxpenditures
oversens increased sn wverage 13 per-
cent per yeur, while receipts from over-
seas visitors increfised an average 20
pereent, The number of U5 travalars
overeeas incratszed an average L0 per-
cent par year (table 5); their average
expenditures oversens increased 2 per-
cont (tabls 6). The number of oversens
visitors to the United Btntes incransed
an average 16 percent per year {(table
7}; their yveramra expenditures increased
3 percent (tabls 8).
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187878 —Worldwide recesszion, nnd
high rates of inflation, due in part to
lnrge price increasss in petroleum,
gignificantly slowed the incresse in
travel poyments and receipts in 1874-
75. U.5. payments oversens increased
an avernge & percent per year nnd re-
ceipts from oversens visitors increqsed
10 percent—about one-half the rates of
the previous period. Higher nverage
expenditures in the United States and
overzeas pecounted for the inorease,

The number of 1.5, travelers over-
sens declined sn average ¢ percent per
yen1; their avernge expendiures rose
10 percent. Most of the decline wis to
Eurape snd the Mediterranesn area.
In nddition, travelers to thet aren
limited the length of their tnps,
portly 4o compensate for higher prices
and the decreased value of the TLE.
dollar, and parily in response to time
limitations attached to certain trans-
oceanic economy air Tores. The sverage
length of stay, which hed fullen from
27 days to 24 day= in 1973, remeined at
that level (table 9). The pumber of
vountries visited, which had declinsd
from 2.6 to 2.5 in 1973, declined further
to 2.2 in 1974-75. Travel to the Carib-
bean and Central Amerien showed hitile
change. The preximity of this aren to
the United States lessaned the impact
of larze air inre incrensea,

Visitors Irom overseas during 147475
had to pay incrersed fares to the Thnited
States snd higher prices than in the
sarlier years of the decade. The number
of wvisitors inerensed only 2 percent;
their average sxpenditures increased 8
pereant. Decretses in wvisitors {rom
Westarn Buropa, the Coribhesn, and

Table L—Intemational Travel and Passengor Fare Transactioos
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Central America wers more than offzet
by increases in visitors from South
America and other arens, primarily the
Far East, For wvisitors from Japan,
Germany, Switzerland, and the Nether-
lands, losses in purchasing power due
to U.5. inflation were lorgely offset by
appreciation of their currencies agninst
the U.s. dollar.

1976-79 —Recovery from recession,
in 1976-77 for the United States and in
1977-78 for other major countries, and
worldwide economie expansion in 1978
79, stimulated international travel in

AT L B T T R e S e B e R R S S v T T
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1976-79. U.B. travel payments over-
seas increased an average 12 percent per
yvear; U5, travel receipts inereased an
avernge 25 percent. Increases in pay-
ments and receipts reflected strong in-
creases in both the number of travelers
and average expenditures during this
period when inflation accelerated in the
United States and abroad. There was
some evidence in 1979 that slower 1.5,
growth and sharply higher air fares
were  limiting the number of US.
travelers overseas. Higher air fares
may dlzo have been a factor tending to

U.S. Travel Payments and Receipts by Area

PAYMENTS
Billion
5

3 4
|

1970

[

1871

[E8  |

1arz

v

e ¢ |

1973

] <]

1874

i [ ] e |

1875

| L [

]

May 1980

slow increases in visitors’ expenditures
within the United States,
The number of U.5. travelers over-

seas and their average expenditures '

inerensed 5 and 6 percent, respectively.
As costs oversess inerensed, travelers
cut buck the length of their trips further

and turned to charter flights in 1976-77 -

or to the budget fares offered by sched-
uled earriers in
visitors to the United States increased
an average 19 percent per year; their
expenditures increased an average 5
percent.
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Throughout the decade, the decline
of the U.5. dollar relative to the
eurrencies of many countries overseas
made the United States more attractive
as @ destination in international travel,
often competitive with less distant
destinations. By 1979, the appreciation
of the currencies of several important
tourist generating countries had offset
1.5, domestic price increases, so that
the cost of o trip in the United States,
measured in terms of their currencies
was about the same as in 1972,

Mexico and Canada

U.S. travel spending in Mexico and
Canade totaled $4.1 billion in 1979, and
avernged 10 percent growth per year
during the decade (chart 8). Payments
to Mexico increased more than twice as
fast ns payments to Canada. As a
proportion of worldwide payments,
payments to Canada fell steadily from
26 percent in 1970 to 17 percent in 1979,
and payments to Mexico increased from
19 to 26 percent.

Receipts in 1979 from Mexican and
Canadian visitors combined were $4.0
billion, and averaged 12 percent growth
per year during the decade. Receipts
from Mexico increased faster than those
from Canada. As a proportion of world-
wide travel receipts, receipta from both
Mexico and Clanada fell, from 37 percent
in 1970 to 25 percent in 1979 for
Canada and from 25 percent to 22
percent for Mexico.

Merico.—From 1970 to 1072, U.5,
travel payments in Mexico incrensed an
average 21 percent per year and U.S.
receipts from Mexican visitors increased
an average 11 percent. The peso-dellar
exchange rate was constant and the
rates for consumer price increases were
gimilar on both sides of the border,

In 1973-75, consumer prices in both
countries accelerated, although the rate
of increase in Mexico was about twics
the rate in the United States. U.S.
spending in Mexico inereased an average
13 percent per year and receipts from
Mexican wisitors in the United States
increased 23 percent. In addition, there
may have been some anticipation,
toward the emd of 1975, of a peso
devaluation, encouraging stepped-up
conversion of pesos into U.S. dollars by
Mexiean visitors.

May 1880 _
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»in early 1977, For U.B. trevelers to
Maxico, the intreased value of the dollor

* more than offset Mexican price increases

+ wAs A esult, trovel paymaebnts intreased
11 parcent in 1877, compored with

"5 percent in 1974, Mexican buying

.» power in the United States was saverely

ueed. T.8. receipts, which incrassed
' elightly in 1978, fell back to 1973

v davels the following yenr.
© In 197879, niter the pesp-dollor

“*exchonge rnte stabilized, avernge yearly

s increnses for U.S, payvments were 13

Jercent; average increnses for ¢ravel

receipts wera 20 percent. The continued

srapid incrense in Mexican prices signif-
lﬂll.ntl]j" incrensed the costs of TS,
¥ trovelers in Mexico snd encouraged

v Mugican dravel to the Upited Stotes,
where prices were inoreasing at o slower

r'l'a.tuezl.

o ne Conade—US, travel payments in
Conada  were Bssentmlly un¢heoged
" ymiil 1973, when increases in both the

v number of U.8, travelers and average
_expendituras resulted in higher travel
" payments. From 1973 to the end of the
sdacnde, the number of 1.5, trovelers
te Capnde declined contmuously. Jo-
crensed nverage expenditures tended to

» offset this decline.

From 1974 to 1978 there was littla

' nat; inorense in travel payments, A small

rdepline in 1075 was portly due to de-
pressed economic conditions in the

“United States, particulorly in industrial

» tities near the Canadian border. A small
decline in 1978 occurred despits n sub-

* stontinl depresiation of the Conedian

rdollar against the 1.8, doller,
A sharp inereasze in 1070 in payments

"t Copado was partly due to gasoline

. shortages nnd priee incresses in the
Mhited Stoies; there wers indications

" that many 1.8, border residentz made

“fraquent trips to Conade to buy gaso-
line. The stebility of the Camadian

" dollor during the year, at nsubstontislly

1 deprecintad lavel apainet the 1.8, dollar,
and o glower rate of consumer price in-

" crenses in Cannda than in the United

»5tntes, mey have encournged ULS.
trawel spending in 1979,

*  U.8. travel receipts from Canodian

. ¥isitars incregsed at an averapa yemly
rate of 9 percant from 1970 te 1974,
Ths numbsr of Canadian visitors was

i
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nt the lowest level of the decade from
1972 to 1974, Gasoline shortages in the
United Statee may have discouraged
travel in the lntier perd of that perind,
¥rom 1975 to 1977, with both the num-

33

bey of vigitors and their nverage expend-
itures up, total receipts incressed sm
aversge of 21 percent per yenr. U5
receipts inecraased slightly in 1978, but
fell sharply in 1979. The factors that led

Toblo 5—15.5. Travelors Overssas
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to the increass in payments also Yed to
the fall in receipts.

Canadinns showed an inereasing praf-
erence for travel sputh during the wintes:
menths, In 1979, 42 percent of ﬂs]tars
traveled in the first and fourth quarbers
of the yenr, compared with 33 percent.
in 170, Winter truvel accounted for
60 parcent of 1.5, receipts from Canada,
up from 40 percent in 1970, ]
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